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It’s not every week that India announces a policy shift that
could  recast  the  way  the  world  trades  the  raw  materials
underpinning modern life. Yet earlier this week, buried in a
flurry of monsoon-session legislative business, New Delhi did
just that. A Cabinet note, moved on August 7, revealed the
government’s plan to establish a mineral and metals trading
exchange—explicitly modeled on the London Metal Exchange (LME)
and the Shanghai Futures Exchange (SHFE). Within days, the Mines
and Minerals (Development and Regulation) Amendment Bill, 2025,
was introduced and speed-tracked through the Lok Sabha. The
intent is clear: to give India a homegrown platform for price
discovery,  hedging,  and—critically—strategic  control  over  its
own mineral destiny.

This is not merely about creating another marketplace. It’s
about  breaking  from  a  century  of  dependence  on  foreign
benchmarks and opaque domestic pricing. Today, the prices for
Indian iron ore, copper, or aluminum are often set either by the
self-reported sales figures of mining firms or pegged to indices
in London and Shanghai. The Indian Bureau of Mines publishes an
“Average Sale Price” (ASP) for minerals, but that figure is
based on company declarations, and a government-appointed panel
recently found wide variations—sometimes for identical grades of
ore sold in different states. In polite bureaucratese, that’s
called  “anomalies.”  In  market  terms,  it’s  a  problem:
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underreported sale prices mean lower royalties for the state,
skewed incentives for producers, and distorted costs for buyers.

The proposed exchange aims to end this shadow play. Think of it
as  sunlight  pouring  into  a  dimly  lit  warehouse:  all  trades
recorded electronically, all prices visible in real time, and
the value of every tonne of ore or metal set by competitive
bidding rather than private negotiation. For India’s government,
the reform serves two missions—economic efficiency and strategic
autonomy. Transparent markets should deliver fairer prices for
miners  and  consumers  alike.  A  robust  domestic  marketplace,
especially  one  capable  of  handling  critical  minerals  like
lithium,  cobalt,  and  rare  earths,  is  also  a  hedge  against
geopolitical shocks. China’s recent export curbs on rare earths
were  a  pointed  reminder  that  mineral  supply  chains  are  as
politically sensitive as oil pipelines.

The architecture of the exchange will require careful coalition-
building. The Ministry of Mines is the lead architect, having
drafted the Cabinet note and the legislative amendments. But the
Securities  and  Exchange  Board  of  India  (SEBI),  which  has
regulated  commodity  markets  since  absorbing  the  old  Forward
Markets  Commission  in  2015,  will  almost  certainly  oversee
trading  rules,  governance,  and  safeguards  against  insider
dealing.  State  governments,  too,  have  a  direct  fiscal
stake—royalties  are  calculated  as  a  percentage  of  the  sale
price.  Higher,  more  accurate  prices  mean  healthier  state
treasuries,  so  expect  mineral-rich  states  like  Odisha,
Chhattisgarh, and Karnataka to press for a seat at the design
table.

The exchange will touch almost every major industrial player in
the country. State-owned NMDC, Hindustan Copper, and NALCO could
list their output, while private giants like Vedanta, Adani,
Tata  Steel,  and  Hindalco  might  use  it  to  auction  surplus



production  or  source  raw  materials.  End-users—steel  mills,
smelters, cement plants, battery makers—could use it to hedge
input costs or secure supply in tight markets. International
traders from Glencore to Trafigura will be watching to see if
foreign participation is permitted. And if the government wants
early liquidity, it may need to require that a share of public-
sector mineral sales go through the platform, much as it once
mandated power utilities to trade a portion of electricity on
exchanges.

The case for reform is strong. India’s metals and minerals trade
is  fragmented  and  inefficient.  Spot  deals  are  largely  off-
exchange,  state  e-auctions  cover  some  bulk  minerals,  and
organized commodity bourses like the Multi Commodity Exchange
(MCX) trade derivatives, not physical spot. Prices vary not only
by global market swings but by the quirks of local negotiation.
In aluminum and copper, domestic producers often peg sales to
LME prices plus a regional premium—meaning London’s market sets
the tone for transactions in Jharkhand or Gujarat. That’s fine
when global markets are stable, but it leaves India exposed to
swings driven by events far from its shores.

The  London  and  Shanghai  models  offer  both  inspiration  and
cautionary tales. The LME, founded in 1877 and now owned by Hong
Kong Exchanges, is the undisputed benchmark for base metals
worldwide, with a network of over 600 approved warehouses across
14  countries.  Its  “ring”  trading  floor  and  flexible  date
structures  are  unique,  but  it  has  also  endured  crises—most
notably a nickel short squeeze in 2022 that tested confidence in
its governance. The SHFE, launched in 1993, is the beating heart
of  China’s  commodity  market,  offering  contracts  tailored  to
domestic needs, traded entirely electronically, and backed by a
dense  network  of  approved  warehouses.  India’s  version  will
likely resemble Shanghai more than London: contracts in rupees,
focused on domestic grades, and under sovereign oversight. But



it  will  borrow  best  practices  from  both,  especially  in
warehousing  standards,  quality  control,  and  transparent
settlement.

The strategic upside is considerable. A credible exchange could
give  India  its  own  benchmark  prices  for  key  minerals,
strengthening its hand in trade negotiations and regional supply
deals. It could allow manufacturers to hedge in rupees rather
than navigating dollar-denominated contracts abroad. It could
also draw investment into mining by giving financiers confidence
that  output  can  be  sold  at  transparent,  market-determined
prices. In time, an Indian iron ore index or bauxite price could
serve as a reference point for South Asia, the Middle East, or
East Africa, just as China’s exchanges now influence markets far
beyond its borders.

But execution will be everything. Building a functional exchange
means  more  than  coding  a  trading  platform.  It  requires
accredited  warehouses  in  mining  belts  and  industrial  hubs,
assayers  to  certify  quality,  a  clearinghouse  to  guarantee
trades, and a surveillance regime to detect manipulation. It
means integrating with tax systems so that goods-and-services
tax (GST) is applied smoothly, and with logistics networks so
that a sale in the system corresponds to a physical shipment
from a mine or warehouse. It also demands trust—especially in
the wake of past debacles like the 2013 collapse of India’s
National  Spot  Exchange  for  agricultural  commodities.  That
scandal, born of regulatory gaps and defaults, is a ghost that
still haunts discussions of new marketplaces.

Liquidity, too, is a chicken-and-egg problem. Without enough
participants,  prices  can  be  gamed;  without  trusted  prices,
participants will stay away. The government can seed activity by
routing its own mineral sales through the platform and perhaps
by allowing certain imported commodities to be traded. Over



time,  as  confidence  builds,  private  long-term  contracts  may
migrate to the exchange for the efficiency and transparency it
offers.

There  are  also  political  and  social  dimensions.  Mining  is
fraught with environmental and community impacts. Tribal groups
and local governments may worry that a slick trading platform
will  accelerate  extraction  without  ensuring  local  benefits.
Policymakers will need to demonstrate that higher royalties and
taxes from better pricing will flow into development funds and
environmental safeguards. And they will have to prepare for the
optics:  if  exchange-driven  transparency  reveals  supernormal
profits for miners during a price spike, calls for windfall
taxes will follow.

The government’s timeline is ambitious. With the Lok Sabha’s nod
secured, Rajya Sabha passage and presidential assent could come
within  weeks.  Detailed  rules—likely  titled  “Mineral  Trading
Exchanges  Rules”—will  follow,  along  with  SEBI’s  regulatory
framework. If all goes to plan, a pilot launch could happen in
2026, starting with one or two commodities like iron ore before
expanding  to  others.  An  optimistic  scenario  sees  a  fully
functioning multi-commodity mineral exchange within 18 months. A
more cautious one allows two to three years for infrastructure,
rules, and trust to take root.

Reactions so far have been broadly favorable. Industry veterans
call it overdue; analysts liken it to the introduction of power
exchanges  in  the  electricity  sector,  which  improved  price
discovery and efficiency. Global commodity watchers see it as
part of India’s bid to be a price-maker, not just a price-taker.
The LME and SHFE haven’t commented, but both will be watching:
London  has  long  courted  Indian  business  and  even  discussed
setting up LME warehouses in the country. If India’s exchange
thrives, it could complement global benchmarks—or, over time,



compete with them for regional influence.

For all the optimism, there’s a sobering awareness that the
“game-changer” label will only stick if the exchange works as
advertised. That means resisting the urge to rush a half-baked
launch,  enforcing  strict  rules  against  manipulation,  and
ensuring  that  transparency  doesn’t  come  at  the  expense  of
environmental or community standards. It means balancing the
interests of miners, manufacturers, traders, and governments. It
means, above all, delivering on the promise that market forces,
under vigilant regulation, can unlock the full value of India’s
mineral wealth.

If New Delhi succeeds, the payoff will be felt from the iron ore
pits  of  Odisha  to  the  trading  screens  of  Singapore,  from
aluminum smelters in Jharkhand to battery plants in Maharashtra.
India will have claimed not just a seat at the global metals
table, but a voice loud enough to set the price. And in the
competitive,  volatile,  and  geopolitically  charged  world  of
minerals, that could be as valuable as the metals themselves.


